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Abstract 
Kazakhstan tackled bank restructuring through anti-crisis program which linked bank recapitalization to 
Thanks to the 
program, many steps towards recovering the banking system have been adopted. Four major banks have been 
recapitalized by the Government. The lesson here is that solving stock problem through bank recapitalization is 
necessary but not sufficient. Rather, bank recapitalizations without additional measures to improve bank skills and 
to provide sound performance incentives are likely to fail. The restructuring allowed the banks to clean up the 
portfolios from stressed assets, significantly reduce the foreign debts and concentrate on its sustainable 
development, in which most of the efforts aimed at restoring assets and conducting large-scale work to increase 
public confidence and to attract deposits. 
Keywords: bank restrucruting,recapitalization,debt recovery, restructuring plan; 
1. Introduction 
The financial system of Kazakhstan is recognized as one of the most progressive, which is confirmed by leading 
international experts. Kazakhstan was the first among the CIS countries that has created a National Welfare Fund 
"Samruk Kazyna" to ensure sustainable social and economic development and reduce dependence on negative 
external factors. The financial system of Kazakhstan meets basic international standards with the banking sector as 
the most advanced one.  
     The Republic of Kazakhstan has a two-tier banking system. National Bank is the central bank of the Republic. 
All other banks represent the lower (second) level of the banking system, with the exception for the Development 
Bank of Kazakhstan, which has a special legal status. 
     Banking sector in Kazakhstan is represented by 39 second-tier banks and is characterized by a high concentration 
of assets in a small group of banks, among which five large are dominated such as  JSC "Kazkommertsbank", JSC 
"Halyk Bank of Kazakhstan", JSC "BTA Bank" JSC, "Bank Center Credit" and "ATF Bank ", that occupy 73% of 
the total market. These banks control the same share in the pension, insurance and leasing markets through their 
subsidiaries and affiliates. 
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2. Kazakhstan Banking system restructuring plan 
    Kazakh banking sector was among the first that had the negative impact of the global economy in 2007-2009. 
Then the Government based on the President's plan developed and implemented the anti-crisis program to 
restructure the banking system.  
   Restructuring program of Kazakhstan's banking system included the following measures: 
1. Recapitalization of four major banks through the acquisition of common and preferred shares, as well as 
the provision of subordinated loans. 
2. Establishment of the Fund of Stressed Assets. 
3. Provision of additional sources of liquidity to ensure the timely maintenance of bank liabilities 
4. Improvement of state regulation in the financial sector 
2.1. Recapitalization of four major banks 
 of the voting shares in banks, whose value was determined in 
relation to the quotation of shares on the LSE and KASE on October 24, 2008, that was the day before the banks had 
received an offer. The state will not remain a long-term shareholder of the capitalized banks. Fund amryk 
Kazyna" will exit based on the market principles in case of weakening of the global 
financial crisis and opening access to international capital markets. Though the share sale price will not be lower 
than the purchase price. Shareholders of the banks will be entitled to repurchase the public shares within 5 years.  
 The total amount of additional capitalization of banks amounted to U.S. $ 4 billion (480 billion tenge), 
including: 
U.S. $ 1 billion (125 billion tenge) was provided in the form of acquisition of common shares of the four major 
banks (Halyk Bank of Kazakhstan, Kazkommertsbank, Alliance Bank and BTA Bank); 
U.S. $ 3 billion (355 billion tenge) was granted in the form of subordinated debt and preferred stock through the 
purchase without voting rights. 
Public investment in JSC "BTA Bank" JSC "Alliance Bank", JSC "Temirbank" according to the anti-crisis plan 
in cooperation with the National Bank and FMSA allowed rescuing the financial system during the liquidity crisis, 
including household savings. The cost of restructuring was U.S. $11 billion. The funds in amount of U.S. $ 1, 2 
billion (147.5 billion tenge) were returned to the National Fund in advance. 
All of these actions allowed the banks mentioned above to generate an adequate level of reserves, and to 
continue financing the economy. As a result, the economy has recovered and its growth on the basis of 2010 was 7 
percent, in 2011 - 7.5 percent. 
The subsequent stabilization of the financial sector has strengthened public confidence in business and the 
banking system. If at the end of 2007 the sum of the contributions on deposit in commercial banks amounted to U.S. 
$12billion, as of January 01, 2012, this amount has doubled and was equal to U.S.$23 billion. 
Banks should allocate contracted funds to formation of an adequate level of reserves (provisions) and issuance of 
loans within the country. 
2.2. Establishment of the Fund of Stressed Assets 
The activities of the Fund of Stressed Assets are aimed at improving the quality of the loan portfolios of banks in 
Kazakhstan. The main mechanism to achieve this objective will be purchase of questionable assets from banks and 
further management.  These assets are considered as assets that are under the influence of macroeconomic, market 
and other factors subject to significant risks (devaluation), in particular, bank loans secured by real estate and land. 
Redemption of this kind of loans from banks will provide an opportunity to facilitate banks' balance sheets from 
low liquid assets and force banks to recognize their losses. 
Acquisition of assets will be carried at book value (taking into account the amount of provisions created by the 
banks) using discount or other form of risk sharing, defined by the Fund of Stressed Assets. 
In 2008 the national budget for the capitalization of the Fund of Stressed Assets allocated the first tranche of 
U.S. $ 433 million (52 billion tenge). In 2009, the Fund's share capital was increased to U.S. $ 1 billion (122 billion 
tenge) out of the national budget funds. 
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2.3. Provision of additional sources 
In particular, the National Bank has expanded the list of instruments accepted as collateral for repo transactions. 
In order to stabilize the resource base temporarily free funds of the national companies, joint stock companies, state 
enterprises and legal entities with the state participation in the authorized capital, as well as government 
organizations whose assets are managed by the National Bank, have been placed on deposits of domestic banks. 
2.4 Improvement of state regulation in the financial sector 
In the framework of prudential regulations the Financial Supervision Agency has continued to decline external 
liabilities of banks and the wholesale funding in general. At the same time the existing and newly introduced 
requirements of the banking laws encouraged the banks to form a diversified funding base that is financing active 
operations on a large scale by the deposit base, in particular retail deposits. 
The approaches of calculation of capitalization of banks were optimized based on the international best practices. 
The current procedure for  classification of bank assets  has been optimized, that assumes formation of additional 
bank reserves (provisions), taking into account the potential impact on banks' assets indirect factors, including 
decline in business activity in the economy, exposure to adverse external events, the expected volatility of exchange 
rates. 
Requirements for risk management and internal control in banks have been strengthened. First of all, banks 
substantially worked out approach to monitoring liquidity risk. Asset and liability management of banks was formed 
taking into account the occurrence of stressful situations. 
 
The restructuring allowed the banks to clean up the portfolios from stressed assets, significantly reduce the 
foreign debts and concentrate on its sustainable development, in which most of the efforts aimed at restoring assets 
and conducting large-scale work to increase public confidence and to attract deposits. 
 The most important prerequisites for increased investment banking economy are formation of a long-term 
resource base of the banking sector and creating conditions for its efficient performance to serve the needs of 
production, which is associated with the implementation of measures to restructure the banking system of 
Kazakhstan. 
In the absence of budget sufficient funds for bank restructuring, the focus is on creating the macroeconomic 
conditions favourable to the capitalization and expansion of the resource base of banks, building up legislative and 
legal framework for banking activities, improvement of banking supervision. The important principles of the 
restructuring of the banking system are the individual approach to a particular bank, state support upon development 
and implementation of the restructuring plan of the bank, the orientation on increasing the capital and resources by 
involving local and foreign investors. 
Improvement and increase in the investment potential of commercial banks as part of measures to restructure the 
banking system of Kazakhstan is intended to increase the state role in the formation of long-term resource base of 
the banking system according to the needs of the real sector investment, to restore confidence in banks of private 
investors, customers, domestic and foreign creditors. The basis of strengthening state support for the restructuring of 
the banking system shall include a reasonable compromise between the need for the development of the banking 
sector and the capacity of the state budget. 
The real opportunities for the development of investment activity in these circumstances largely depend on the 
efficient restructuring of the banking system. Major changes in the role and importance of not only individual large 
or small, but the whole groups of banks that have taken place under the influence of financial crisis, help them  
search for efficient cooperation  with local industry and  other economy sectors.  
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